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Rating Criteria for Structured Obligation (SO) Instruments 

Structured Finance products generally include securitised or asset backed transactions, and rating of such 
instruments carry the suffix SO in their ratings.  Some examples of such products are Mortgage Backed 
Securities (MBS), Collateralized Debt Obligations (CDOs) etc.  All ratings where the credit enhancement/
structure around cash flows leads to rated instrument being bankruptcy remote of the issuer/originator, will 
carry the ‘SO’ suffix.  [Note: All ratings where the credit enhancement is external (or from third party), but the 
rated instrument is not bankruptcy remote of the issuer/originator, will carry the ‘CE’ suffix.] 

In view of the foregoing, the following type of structure will carry the suffix “SO” due to their ‘Bankruptcy 
Remote Nature’:

• Asset Backed Securities [ABS]

• Mortgage Backed Securities [MBS]

• Collateralized Debt Obligations [CDO]

• Covered bonds which have to be serviced primarily by the cash flows from the pool of loans housed in a trust, with 
secondary recourse to issuer

• Capital protection oriented funds 

Surveillance of SO Ratings would focus on both the Issuer and the Structure.

In order to distinguish between Structured Obligation Ratings, those with Credit Enhancement features 
(affixed with the symbol CE in their ratings) and those without any such symbol (SO or CE), the following 
norms will be followed:

1. All ratings which do not have any explicit credit enhancement or where there is no payment mechanism/structure 
around cash flows will not carry any suffix.

2. All ratings where the credit enhancement is internal (or due to payment mechanism / structure around cash flows) 
but the rated instrument is not bankruptcy remote of the issuer / originator, will not carry any suffix.

3. All ratings where the credit enhancement/structure around cash flows leads to rated instrument being bankruptcy 
remote of the issuer/originator will carry the ‘SO’ suffix.

4. All ratings where the credit enhancement is external (or from third party), but the rated instrument is not 
bankruptcy remote of the issuer/ originator, will carry the ‘CE’ suffix.
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Disclaimer: 

It must be clearly understood that a Rating opinion is based on various factors/aspects which includes application of certain Rating criteria. The 

particular criteria applied depends on a number of factors, inter alia, sector/Industry, historical performance, cyclical trends, prevailing economic 

condition, group support etc. Rating opinions factor many assumptions and the application of any particular criteria or a set of criteria may be full 

or partial depending upon peculiarity of each case. Application of any Rating criteria should not therefore be considered as rendering finality or 

completeness to a Rating assessment. A reference to criteria needs to be perceived in broad terms, only as an aid to a rating decision. 

5.    In case where there is credit enhancement through guarantee / structure around cash flows, but the BWR believes
       that the guarantee or the structure does not enhance the rating of the instrument (over and above the issuer’s
       credit profile), it may decide not to add any suffix to the rating

Note : CPOF are very similar to CDOs involving a pool of corporate debt exposures and hence ‘SO’ suffix ensures 
consistency.  The ratings could be on the regular rating scale for debt instruments and not on the mutual fund rating 
scale.  The ratings would be on the regular rating scale for debt instruments and not on the mutual fund rating scale.
 
The structured obligations use similar long term rating scale from AAA to D, however the rating will be suffixed with 
(SO). The rules for modifiers shall be the same as for the regular long-term ratings. 




